61') AN ORDER in the matter of the complaints of
springwoods Municipal Utility District,
North Central Austin Growth Corridor
Municipal Utility District No. 1, the
Ccity of Rollingwood, and North Austin
Growth Corridor Municipal Utility District
No. 1 agaimnst the City of Austin

On May 11, 1989, the Texas Water Commission (Commission)
considered the complaints of Springwoods Municipal Utility
pistrict (Springwoods), North Central Austin Growth Corridor
Municipal Utility District No. 1 {North Central Austin),
williamson County Municipal Utility District No. 1 (Williamson
County}, the City of Rollingwood (Rollingwood), and North
Austin Growth Corridor Municipal Utility District No. 1 (North
Austin) [all collectively referred to as "petitioners” or
-complainants”] against the City of BAustin (Austin), com-
plaining of wholesale rates charged by Austin to the peti-
tioners for the provision of treated water.

A Commission Hearings Exaniner designated the following
entities and individuals as parties to the proceedings: the
petitioners (Springwoods, North Central Austin, Williamson
County, Rollingwood and North Austim}; Austin; the Executive

e pirector of the Commission; and the Public Interest Advocate

cof the Commission.
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capacity, to current ratepayers in contravention of
commonly accepted rate-making practices.

39, Maintenance of the coverage ratios set forth in Finding
of Fact No. 23 will produce actual "operating® coverage
ratios, a distinct coverage calculation which takes into
consideration beginning palances, in the range of 1.69 to
1.95. These coverages are consistent with actual “oper-
ating*® coverages for the combined water and wastewater
department for the period 13980 to 1988.

40. \ Transfers to the City's general fund for administrative
support are proper expense items since various services
are rendered to the water utility in return for such
transfers.

41. \ Unspecified blanket transfers to the general fund should
be functionalized between the water and wastewater
systems based upon the number of gallons of water and
wastewater billed by Austin. The transfer amounts should
pe subfunctionalized vithin the water utility and are
justifiable only to the extent necessary for the provi-
sion of adegquate debt gervice coverage.

a. Functionalization baged upon gallons billed provides
an equitable assignment of transfer costs between
the water and wastewater utilities.

(1) ARustin has placed the entire burden of these

transfers upon only the water utility fund and
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AN ORDER in the matter of the complaints of
springwoods Municipal Utility District,
North Central Austin Growth Corridor
Municipal Utility pistrict No. 1, the
City of Rollingwood, and North Austin
Growth Corridor Municipal Utility District
No. 1 against the City of Austin

On May 11, 1989, the Texas Water Commission {Commission)
considered the complaints of Springwoods Municipal Utility
District (Springwoods}. North Central Austin Growth Corridor
Municipal Utility District No. 1 (North Central Austin},
Williamson County Municipal ptility District No. 1 (Williamson
County), the City of Rollingwood {Rollingwood), and North
Austin Growth Corridor Municipal Utility pistrict No. 1 (North
Austin) [all collectively referred to as “petitioners” ox
*complainants”] against the City of Austin (Austin), com-
plaining of wholesale rates charged by Austin to the peti-
tioners for the provision of treated water.

A Commission Hearings Examiner designated the following
entities and individuals as parties to the proceedings: the
petitioners (Springwoods, North Central Austin, Williamson
County, Rollingwood and North Austin); Austin; the Executive

pirector of the Commission; and the Public Interest Advocate

of the Commission.

Docket Nos. 42857 and 42867 -168- JJJ-5
952




proportion of ending balance requirements could
be allocated to the wastewater operations.

(3) Wo cost-of-gervice pasis was presented by
Austin to Jjustify the subsidization of
wastewater operations through the maintenance
of substantially greater ending balance re-
quirements for the water utility.

44. It is not inappropriate to draw down beginning balances
to reduce the amount of revenues necessary for the
provision of water service.

a. The cash basis method of rate-making was utilized by
the parties to this proceeding.

b. under the cash basis method of rate-making, the
utility is not entitled to include in its cost~of-
service analysis a factor for profit or deprecia-
tion.

c. The combined Austin water and wastewater utility is
a publicly-owned atility.

d. gxcess balancss for publicly-owned utilities do not
belong %o the municipality and should eventually be
returned to the ratepayers in the form of services,
additional facilities, or reduced rates.

e. The beginning balances are comprised of surplus net
revenues collected, in part, as & result of exces-

sive rates and are neither a profit nor a

18
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CITY OF AUSTIN, TEXAS
AUSTIN WATER UTILITY

Budaet FY 2013-17

Option #30
Combined Operating Budget
Fund Summary

BEGINNING BALANCE:

REVENUES.
Water Services
Wastewater Services
Reclaimed Water Services
Revenue Stability Fee
Reserve Fund Surcharge
Miscellaneous Revenue
interest Income

Amended
Actual Actual Budget Estimated Proposed
200810 2010-11 201112 2041-12 201213
$63,868,638  $58,237,765  $46,752,900  $71,741,693 $72,638,758

$167,950512 $231,623,161

$217,346,000 $224,512,220 $255446,799

186,764,050 199,806,274 216,345,137 211,354,288 231,798,910
404,498 587,920 879,424 746,617 1431331

0 0 17,000,000 17,000,000 5,666,667

0 0 0 a 3,809,300

5,954,982 7,283,605 6,409,136 5,957,501 8,897,300
691,102 419,751 804,807 274,004 748,233

TOTAL REVENUES: $361,765,152_ $439.812,711 _$458,784,504 $450,844 840  $507,768,540
TRANSFERS IN:
Public Works $300,582 $300,582 $300,562 $300,582 $300,582
Capital Recovery Fees 17,885,673 4,800,000 4,300,000 4,300,000 4,800,000
Reclaimed Utltity Fund 0 o 0 0 1,920,000
TOTAL TRANSFERS IN: $18,186,255 __ $5,100,582 $4,600,582 $4.,600,582 $7,020,582
TOTAL AVAILABLE FUNDS: $379,951,407 $444.913.293 $463,385086 $454,445220 $514,819,122
OPERATING REQUIREMENTS
Operations and Maintenance
Treatment $58,413,159 $60,834,385 $67,453,306 $6B,715012  $73,567,411
Pipeline Operations 33,747,604 33,448,194 33,790,188 34,522,344 38,486,675
Engineering Services 9,997,781 10,326,710 12,057,879 11,360,826 13,364,305
Water Resources Management 3,798,010 3,872,222 4,041,065 4,106,884 4,803,937
Environmental Affairs & Conservation 11,676,613 9,867,214 12,170,714 9,835,792 13,113,373
Support Services - Utility 16,283,017 15,997,078 16,725,781 17,547,885 19,322,198
Reclaimed Water Services 0 0 255,585 251,328 276,471
One Stop Shop 476,114 496,730 523,962 523,962 601,462
Other Operating Expenses 4,710,602 6,825,592 6,469,875 6,180,203 6,815,749
Total Operations & Maintenance $139,102,900 $141,668,135  $153,488,352  §153,044.256 $170,351,581
[RR) %.0% 328% Zo% 330% 29%
Other Requirements.
Accrued Payroll $377,580 §$291,644 $198,591 $189,198 $324,950
Workers' Compensation Fund 961,067 1,035444 1,022,402 1,022,402 1,195,033
Liabifity Reserve Fund 620,000 620,000 550,000 550,000 500,000
Administrative Support - City 6,476,539 7,088,728 8,272,088 8,272,098 12,150,381
AE Billing & Customer Care 12,262,192 13,786,079 16,556,100 16,556,100 18,496,148
311 System Support 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
CTM Support 4,174,664 4,238,170 3,125,227 3,125,227 3,447,396
CTECC Emergency Operations Center ] 7,690 5984 5,984 717
Wage Adjusiments Market Study 0 "] 584,188 o] 0
Additional Contribution to F 2,008,204 3,089,029 4,376,802 4,376,882 0
Total Other Requirements. $27,800,246  $31,051,266  $35,691,483 $35,097,902 337,121,025

TOTAL OPERATING REQUIREMENTS"
(%RR)
DEBT SERVICE:
Revenue Bond Debt Service
Commercial Paper Debt Service
Contract Bond Debt Service
General Obligation Debt Service
Water District Bonds
TOTAL DEBT SERVICE:
(%RR)
TRANSFERS OUT.
Capital Improvements Program
General Fund
Revenue Stability Reserve Fund
Radio Communications Fund
Sustainability Fund
Rectaimed Utility Fund
Economic Incentives Reserve Fund
Public improvement District
Transfer to PARD CIP-Swimming Pools
Environmental Remediation Fund
TOTAL TRANSFERS OUT:
(HRR)
TOTAL REQUIREMENTS:

$189,179,835 $188,142,158 $207,472 606

$166,983,146 $172,718.401
432% 29.9%

$151,506,313 $166,475,688

40.6% 40.6% 40.0%

$182,029,029 $181,066,004 $197,547341

503,663 448,644 780,388 471,078 654,842
606,181 0 0 0 0
4517409 4909782 5548441 5507772 5320469
2071775 1501546 719,268 719,268 715,334
$159,205,341_$173,335,660_$189,077,126 _$187.764,122 $204,237,986
2% 40.1% 40.6% 40.5% 39.4%
$26.460,000 $49.855000 $49.900,000 $49,900,000  $58,400,000
28.967,464 31263325 51919531  31,919531 34548359
0 0 0 0 5516300

264,478 287,472 361,978 361,978 384,938
4144501 4221113 4587844 4587844 5,077,985
0 0 0 0 1820000

0 333,333 333333 333,333 233,333

75,000 75,000 75,000 75,000 75,000
100,000 100,000 100,000 100,000 100,000
241,500 241,500 364,191 364,191 364,191
$60.253.043 $86.376,743 387,641,877  $87,641,877 $106,720.107
158% 20.0% 18.8% 186% 20.8%

$386,441,530 $432.431,804

$465,898,838 _ $463.548,157 $518,430,699

ERCUESS ! {(DEHCIENCY) OF 101AL AVAILABLE

FUNDS OVER TOTAL REQUIREMENTS:
ADJUSTMENT TO GAAP

ENDING BALANCE:

Comhined Rate Increases

Debt Service Coverage Ratio

1%RR) = Parrantana of Tatal Reveniia Renitiramante

Docket Nos. 42857 and 42867

(56.490,123) $12.481,489  (52,513,752)  $B97,065 _ ($3.611.577)
$850250 _$1,022 433 50 80 50
$58,237,765 _$71,741,693 _ $44.239.148 _ $72638.758 _$69,027,181
45% 45% 5.1% 5.1% 55%
1.51 1.53 1.56
1
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CITY OF AUSTIN, TEXAS
AUSTIN WATER UTILITY

Budget FY 2013-17
Option #30 *** DRA
Water Operating Budget
Fund Summary
Amended
Actual Actual Budgst Estimated Proposed
2009-10 201011 2011-12 201112 201213
BEGINNING BALANCE: $29.408.799 318,702,014  $21.874,267  $42,322379 __$55,130,222
REVENUES:
Water Services $167,950,512 $231,623,161 $217,.345,000 $224,512,228 $255 446,799
Wastewater Services 0 o 0 ] [+]
Reclaimed Water Sarvices 400,831 580,368 0 o 0
Revenue Stability Fee 0 0 17,000,000 17,000,000 5,666,667
Reserve Fund Surcharge 0 0 o] 0 3,809,300
Miscelianeous Revenue 1,883,856 3,503,760 2,480,785 2.822,700 4,216,600
interest income 177,597 120,610 397,242 107,873 404,873
TOTAL REVENUES: $170,412,796_ $235,827.899 $237,224,027 $244.442.802 $269,544,239
TRANSFERS IN.
Public Works $150,291 $150,291 $150,291 $150,291 $150,291
Capital Recovery Fees 8,821,328 3,000,000 3,000,000 3,000,000 3,000,000
Reclaimed Utility Fund 0 0 0 0 0
TOTAL TRANSFERS IN: $9,071,619 $3,150,281 $3.150,291 $3,150,291 $3,150,291
TOTAL AVAILABLE FUNDS: $179,484,415 $238,978,190  $240,374,318 $247,593,083 $272,684,530
OPERATING REQUIREMENTS
Operations and Maintenance
Treatment $20,994,227 $31,796,084 335089080 $35450458 $37,547,064
Pipeline Operations 19,199,976 20,257,260 19,253,680 19,874,935 22,225,860
Engineering Services 4,280,478 4,491,458 5,617,676 5,347,728 6,349,353
VWater Resources Management 1,942,333 1,892,783 1,817,011 1,810,370 2,239,267
Environmental Affairs & Conservation 9,795,278 7,897,429 10,297,879 7,982,824 10,931,930
Support Services - Utility 8,193,751 8,062,817 8,345,632 8775179 5,664,347
Reclaimed Water Services 0 0 0 0 0
One Stop Shop 179,742 161,050 170,776 170,776 213,673
Other Operating Expenses 2,308,386 4453728 3,577,583 3,316,093 3,845,623
Total Op &N $75894,171  $79.012589 $84,169.227 $82738,363  $93.017.117
(%RR) 309% 365% 355% 3"2% R2.0%
Other Requirements:
Accrued Payroll $199,302 $171,561 $103,658 $78.527 $163,498
27th Pay Period Expense 0 1,373,881 9 0 4]
27th Pay Period Expense Refund 0 (1,421,970} 0 0 0
‘Workers' Compensation Fund 472,538 509,108 511,201 511,201 597,517
Liability Reserve Fund 310,000 310,000 275,000 275,000 250,000
Administrative Suppart - City 3,189,334 3,837,596 4,818,042 4,818,042 7327453
AE Billing & Customer Care 8,211,967 8,446,149 10,573,659 10,573,659 12,366,897
311 System Support 500,000 500,000 500,000 500,000 500,000
CTM Support 2,087,332 2,119,085 1,562,613 1,562,613 1,723,698
CTECC Emergency Operations Center 0 3,845 2,997 2,997 3,659
Wage Adjustments Market Study ] 0 313,810 0 0
Additional Contribution to Reti 981,393 1.545.427 2,170,337 2170337 0
Total Other Requirements: $15.961,866  $17.494.682 $20831,317  $20,492,376  $22,932,622
TOTAL OPERATING REQUIREMENTS: $91,856,037 _ $96,507.271 $105,000,544 $103.230.739 $115.949.739
(%RR} 483% 4% 443% 44.0% 395%
DEBT SERVICE:
Revenue Bond Debt Service $73,147,054 $82327,619 $89,672,947 $B9,271444  $95451654
Commercial Paper Debt Service 265,987 239,793 457,978 234,815 579,384
Contract Bond Debt Service 0 0 0 0 o]
General Obligation Debt Service 1,761,840 1,944,277 2,404,111 2,395,648 2,449,880
Water District Bonds 1,118,960 714,322 266,158 266,158 264,703
TOTAL DEBT SERVICE, $76,203,641  $65,226,011 $92,801.194  $92,168,065_ _$98,745,631
(%RR) 0% 385% 281% 393% X
TRANSFERS OUT:
Capital improvements Program $5,120,000 $15665000 $20,600,000 $20,600,000 $48,000,000
General Fund 14,260,165 15,485,864 15,746,956 15,746,956 17,722,306
Revenue Stabilily Reserve Fund 0 [} o i} 5,516,300
Radio Communications Fund 132,239 143,736 180,989 180,989 192,470
Sustainability Fund 2,092,834 2,179,607 2,372,240 2,372,240 2,695,442
Reclaimed Utility Fund 0 0 0 0 960,000
Economic Incentives Reserve Fund 0 166,666 166,666 166,666 166,666
Public iImprovement District 37,500 37,500 37,500 37,500 37,500
Transfer to PARD CIP-Swimming Pools 100,000 100,000 100,000 100,000 100,000
Environmental Remediation Fund 120,750 120,750 182,095 182.095 182,095
TOTAL TRANSFERS OUT: $21,863488  $33,899.123 $39,386446  $39,386446  $75572.779
{%RR) 5% 157% 16.6% 16.8% 26.0%
TOTAL REQIHREMENTS: $190.013,166_ $215632,405 §$237,188,184 $234.785,250 $290.266.149
EXCESS / {DEFICIENCY) OF TOTAL AVAILABLE
FUNDS OVER TOTAL REQUIREMENTS. ($10,528,751) $23345785  $3,186,134  $12,807.843 ($17.573.619)
ADJUSTMENT TO GAAP (§178,034) $274.580 $0 $0 S0
ENDING BALANCE: $18,702,014  $42 322379 32_5,060,401 $55,130,222  $37,556,603
Water Rate Increases 57% 54% 6.6% 6.6% 5.0%
Debt Service Coverage Ratio 1.51 1.62 1.60
2
{%RR) = Parcantaoe of Total Ravenue Reauirements
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CITY OF AUSTIN, TEXAS
AUSTIN WATER UTILITY

Budget FY 2013-17

Option #30
Wastewater Operating Budget

Fund Summary )
Amended
Actual Actual Budget Estimated Proposed
2009-10 2p010-11 201412 201112 2012-13
BEGINNING BALANCE: $34 459,839  $39,535,751  $24,878,633  $29419.314  $17,026,521
REVENUES"
Walter Services $0 §0 $0 $0 30
Wastewater Services 186,764,058 199,898,274 216,345,137 211,354,289 231,798,910
Reclaimed Water Services 3,667 7,552 o 0 [s]
Revenue Stability Fee 0 o o [} 1]
Reserve Fund Surcharge 0 0 0 0 4]
Miscellaneous Revenue 4,071,126 3,779,845 3,928,351 3,134,801 4,680,700
interest income 513,505 299,141 389,742 166,050 339,596
TOTAL REVENUES: $191,352,356  $203,984,812 $220,673,230 $214,655,140 $236,819,206
TRANSFERS IN.
Public Works $150,291 $150,291 $150,291 $150,291 $150,201
Capital Recovery Fees 8,964,345 1,800,000 1,300,000 1,300,000 1,800,000
Reclaimed Utility Fund 0 0 0 0 0
TOTAL TRANSFERS IN: $5.114,636 $1,950,291 $1,450,201 31,450,291 $1.950,291
TOTAL AVAILABLE FUNDS: $200,466,992 $205.935,103  $222,123,521_ $216,105.431  $238,769,497
OPERATING REQUIREMENTS
Operations and Maintenance
Treatment $28,418,932 $20,038,331 $32,364.226 $33,264,554  $36,020,347
Pipeline Operations 14,547,628 13,190,934 14,536,458 14,647,409 16,260,815
Englneering Services 5,717,303 5,835,252 6,440,203 6,013,098 7,014,952
Water Resources Management 1,855,677 1,979,439 2,224,054 2,296,524 2,564,670
Environmental Affairs & Conservation 1,881,338 1,969,785 1,872,832 1,842,968 2,181,443
Support Services - Utility 8,089,266 7,934,261 B,380,249 8,772,716 9,657,851
Reclaimed Water Services 0 0 0 0 0
One Stop Shop 296,372 335,680 353,186 353,186 387,789
Other Operating Expenses 2,402,216 2,371,864 2,892,292 2,864,110 2,970,126
Total Operations & M $63,208,729  $62,655,546  $69,063,540  $70,054,565  $77,057,993
(%RR) 22% B% 02% 07% U3%
Other Requirements:
Accrued Payrol $178,278 $120,083 $94,933 $106,189 $160,510
27ih Pay Period Expense [} 1,385,569 0 0 0
27th Pay Period Expense Refund 0 {1.442,998) o 0 0
Workers' Compensation Fund 488,529 526,336 511,201 511,201 597,516
Liabiiity Reserve Fund 310,000 310,000 275,000 275,000 250,000
Administrative Support - City 3,277,205 3,151,132 3,454,056 3,454,056 4,822,928
AE Billing & Customer Care 4,050,225 5,339,830 5,982,441 5,982,441 6,129,251
311 System Support 500,000 500,000 500,000 500,000 500,000
CTM Support 2,087,332 2,119,085 1,562,614 1,562,614 1,723,698
CTECC Emergency Operations Center [ 3,845 2997 2,997 3.558
Wage Adjustments Market Study 0 0 270,379 0 0
Additional Contribution to Retirement 1,026,811 1,543,602 2,206,545 2,206,545 Y
Total Other Requirements: $11.918.380 $13,556,584 $14.860,166  $14,601,043  $14,187.461
TOTAL OPERATING REQUIREMENTS: $75.127,109  $76.212,130  $83.923,706  $84,655.608 391,245,454
RR) 382% B2%H 36.7% 0% 405%
DEBT SERVICE:
Revenue Bond Debt Service $78,359,259 $84,148,069 $92,356,082 $91,794560 $99,125,042
Commercial Paper Debt Service 237,676 208,851 322,410 236,263 72,958
Contract Bond Debt Service 606,181 0 0 ] 0
General Obligation Debt Service 2,755,769 2,965,505 3,144,330 3,112,124 2,870,579
Water District Bonds 952,815 787,224 453,110 453,110 450,631
TOTAL DEBT SERVICE: $82,911,700 $88,109,649  $96,275932  $95 596,057 $102,519,207
(%RR) A22% 4D.6% 4Z1% 418% a57%
TRANSFERS OUT:
Capital Improvements Program $21,340000 $34,180,000 §$29,300,000 $29,300,000 $10,000,000
General Fund 14,707,289 15,777,461 16,172,575 16,172,575 16,802,030
Revenue Stability Reserve Fund 0 1] 0 Q o
Radio Communications Fund 132,239 143,736 180,989 180,989 192,469
Sustainabdliity Fund 2,051,767 2,041,506 2,206,732 2,206,732 2,368,192
Reclaimed Wtitity Fund 0 0 0 0 960,000
Economic incentives Reserve Fund 0 166,667 166,667 166,667 166,667
Public Improvement District 37,500 37,500 37.500 37,500 37,500
Transfer to PARD CIP-Swimming Poois 0 0 0 0 1]
Environmental Remediation Fund 120,750 120,750 182,096 182,086 182,096
TOTAL TRANSFERS OUT: $38,380,555 $52477.620  $48,245.559  $48,246,559  $30,708,854
(%RR) 105% A% 1% 211% 37%
TOTAL REQUIREMENTS: $196,428,364 $216,799,399 $22B,446,197 $228 498,224 $224,473,615
EXCESS / (DEFICIENCY) OF TOTAL AVAILABLE
FUNDS OVER TOTAL REQUIREMENTS: $4038628 ($10,864,298) ($6,322,676) ($12,382,793) $14,295,862
ADJUSTMENT TO GAAP $1.037,284 $747,859 $0 $0 $0
ENDING BALANCE. $35,535.751 $20,419314  $18,5550957 $17,026521  $31 .3221403
Wastewater Rate Increases 3.3% 3.6% 3.5% 3.5% 6.0%
Debt Service Coverage Ratio 1.50 1.43 1.49
3
1600\ — A Trint D. o,
Docket Nos. 42857 and 42867 -173-

Antinn A0 Wiater ~ne AUtIRRD MMSGZ

JJJ-5
957




Docket Nos. 42857 and 42867

Footnote #43

-174-

JJJ-5
958




Question 6
John Cariton 10/30/2012 RF|
Water Operating Budget

. Fund Summary Excerpts

Actual Actual Variance
2009-10 2010-11 2010 to 2011 Comments

TRANSFERS OUT:
Capital Improvements Program $5,120,000 $15,665,000 $10,545,000 See Response to Question 4d.

General Fund \/ 14,260,165 15,485,864 1,225,699 Increase tied to Financial Policy. See calculation below.
Revenue Stability Reserve Fund 0 0 0
Radio Communications Fund ~" 132,239 143,736 11,4971

The Wireless Communication Services Fund maintains a high measure of
reliability for users of the Regional Radio System within Austin/Travis County,
Williamson County and other jurisdicti The Communi
program alsc provides services to public safety vehicles for Instaflation and
repairs to voice radios, data radios, sirens, emergency lighting, and
automatic vehicle locations devices. The increase is due to cost drivers
such as Pav for P 1ce. ir and

1.0% of Proposed Revenue. See calculation below.

Sustainability Fund \/\'/ 2,092,834 2,179,607 86,77
Reclaimed Utility Fund 0 0 0
Economic Incentives Reserve Fund 0 166,666 166,666 The Economic incentives Reserve Fund was established to separately
identify and monitor the economic incentive agreements the City maintains
The agreements oniginate through the establishment of performance based
Chapter 380 economic lopment grants, pment ag and|
other agreements authorized by City Council. The agreements are
established on the grounds that they provide higher levels of empiayment,
economic activity, and stability The Economic Incentive Reserve Fund has
two components, the incentive grants and the economic incentive program.
The Economic Incentives Reserve Fund is funded by transfers from the
General Fund, Austin Energy and Austin Water Utility. The total AWU

transferin FY 2011 was $333 333 (water oortion 50%. or $166 666
The Public Improvement District transfer is the contnbution AWU makes to

the Downtown Austin Alliance. The amount that is transfemed was set at the
time the contract was signed, so AWU's contribution amount each year is
\/ based upon that,
Transfer to PARD CIP-Swimming Pools 100,000 100,000 0 During the FY 2000-01 budget adoptian, the Conservation, Rebates and
Incentives Fund began transfeming to the Parks & Recreation Department
{PARD) for swimming pool maintenance. The closing of City’s ‘fill & draw’
pools due to water resmctluns prompted City leaders/Paliticians to provide
funding from the Col 1 &i tives fund to pose those
pools to recirculsting splash pads, and other waler savings ideas. Austin
\/ Water Utilitv funds the Conservation. Rebates and Incentive Fund.
120,750 120,750 The Austin Water Utility, Watershed Protection, and Austin Resource
recovery contribute $241, 500 annually (50%, or $120,750 from the water
. + fund) to the Environmental Remediation Fund. The purpose of this fund is to
I ( e j T %V\/\- A provide for remediation of sites, such as closed landfills and abandoned
storage tanks, which could affect ground and surface water quality or public
health and safety Use of these funds will be limited to those sites for which
the City has either partial or total liability The City utilizes this fund for
payment of debt service for bonds issued to fund remediation projects as
well as to fund city-wide for iation and di: of hazardous
waste found abandoned on Citv oropertv and rioht-of-wav

(=)

Public Improvement District \/ 37,500 37,500

o

Environmental Remediation Fund

TOTAL TRANSFERS OUT $21,863,488  $33,899,123  $12,035,635
Approved
Budget &
Actual Actual Variance
201011 2011-12 2011 to 2012 Comments
TRANSFERS OUT:
Capital Improvements Program $15,665,000  $20,600,000 $4,935,000 See Response to Question 4d.
General Fund 15,485,864 15,746,956 261,092 Increase tied to Financial Policy. See calculation below
Revenue Stability Reserve Fund 0 0 0 NA
Radio Communications Fund 143,736 180,989 37,253 The increase is due to cost drivers such as Pay for Performanice, insurance,
retirement as weli as increased need to fund critical replacements of public
safety equipment
Sustainability Fund 2,179,607 2,372,240 192,633 1.0% of Proposed Revenue. See calculation below.
Reclaimed Utility Fund 0 0 0 NA
Economic Incentives Reserve Fund 166,666 166,666 0 NA
Public Improvernent District 37,500 37,500 0 NA
Transfer to PARD CIP-Swimming Pools 100,000 100,000 0 NA
Increase for additional environmental remediation projects. $61,533 (split
B | 50750 wiww) for Rosewood / Loop 360 and $61,158 for Harold Court (split
Environmental Remediation Fund 120,750 182,095 61,345 s0/50) Water Fund 50%. or $61,345. Payment for 20 years.
TOTAL TRANSFERS OUT $33,899,123  $39,386,446 $5,487,323
Approved
Budget & Proposed
Actual Budget Variance
201112 2012413 2012 to 2013 Comments
TRANSFERS OUT
Capital Improvements Program §20,600,000 $48,000,000 $27,400,000 See Response to Question 4d.
General Fund 15,746,956 17,722,306 1,975,350 Increase tied to Financial Policy See calculation below
Revenue Stability Reserve Fund 0 5,516,300 5,616,300 New City Council approved Financial Policy
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- Radio Communications Fund 180,989 192,470 11,481 Theincrease is due to cost drivers such as Pay for Performance, insurance,
i and ir int and contracts that maintain
the City's 911 recording system, and for the broadband activaticn of radio
devices.
Sustainability Fund 2,372,240 2,346,374 (25,866) 1.0% of Proposed Revenue. See calculation below.
N : Reclaimed Utility Fund 0 960,000 960,000 Reckimed Utiiity separated into new fund. In lieu of reclaimed subsidy within
: . water and wastewater funds, a new Transfer Out requirement will track
known subsidy. The reclaimed water system provides water conservation
and deferred treatment capacity expansion in future vears.
Economic Incentives Reserve Fund 166,666 166,666 0 NA
Public Improvement District 37,500 37,500 0 NA
Transfer to PARD CIP-Swimming Pools 100,000 100,000 0 NA
Environmental Remediation Fund 182,095 182,095 0 NA
TOTAL TRANSFERS OUT: $30,386,446  $75,223,711 _ $35,837,265
Approved Variance
Proposed Budget Proposed
2012-13 2012-13 vs. Approved Comments
TRANSFERS OUT:
Capital Improvements Program $48,000,000  $48,000,000 $0
General Fund 17,722,306 17,722,306 0
Revenue Stability Reserve Fund 5,616,300 5,516,300 o
Radio Communications Fund 192,470 192,470 0
Sustainability Fund 2,346,374 2,545,077 198,703 1.0% of Proposed Revenue. See calculation below.
Reclaimed Utility Fund 960,000 960,000 0
Economic Incentives Reserve Fund 166,666 166,666 0
Public Improvement Distnct 37,500 37,500 0
Transfer to PARD CIP-Swimming Pools 100,000 100,000 0
Environmental Remediation Fund 182,095 325,595 143,500 The Rosewood Remediation CIP project needed $860,000 in funds.
Agditional transfer requested by Budget Office from Austin Resource
Recovery, Austin Water Utility, and Watershed Protection departments for
FY 2013 to cover the costs of the project, in lieu of a reimbursement
resolution. AWU aliocation $287,000. Water fund 50%, or additionat
$143.500.
TOTAL TRANSFERS OUT $75,223,711  $75,565,914 $342,203
-
N
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2012-13 Approved Budget. Austin, TX

BEGINNING BALANCE
REVENUE

A/R
Indirect Cost Recovery

Interest
TOTAL REVENUE

TRANSFERS IN
General Fund
Support Services/Infrastructure Funds

Austin Water
on
Convention Center
Austin Resource Recovery
Enterprise Funds
TOTAL TRANSFERS IN

TOTAL AVAILABLE FUNDS

OPERATING REQUIREMENTS
Wireless Communications
TOTAL OPERATING REQUIREMENTS

OTHER REQUIREMENTS

Market Adjustment

Compensation Adjustment

Accrued Payrol

27th Payroll Funding

27th Payroll Expense

Additional Retirement Contribution
TOTAL OTHER REQUIREMENTS

TRANSFERS OUT
Workers Compensation
Liability Reserve
CTM CIP

TOTAL TRANSFERS OUT

TOTAL REQUIREMENTS

EXCESS (DEFICIENCY) OF
TOTAL AVAILABLE FUNDS OVER
TOTAL REQUIREMENTS
ADJUSTMENT TO GAAP

ENDING BALANCE

654 1 Volume |

(l6) #&o
P

WIRELESS COMMUNICATION SERVICES FUND Y ~
2009-10  2010-11  2011-12 2011-12 2012-13
ACTUAL  ACTUAL __AMENDED ESTIMATED _APPROVED
334,282 _ 539,695 323,015 477,804 1,645,778
363,639 255,479 425,468 350,644 351,179

2,319,835 2,738,056 3,308,982 3,227,356 3,517,254
1,327,248 2,005,629 1,827,166 1,898,000 1,801,849
3,467 3,634 5,400 2,700 2,700
4,014,189 5,002,798 _ 5.567,016 _ 5,478,700 _ 5,672,982
1,602,639 1,741,976 3,250,406 3,250,406 1,699,943
123,717 134,021 343,897 322,200 365,094
304,176 330,621 299,758 299,758 311,703
264,478 287,472 361,978 361,978 384,939
103,846 112,874 89,190 89,190 120,225
74,927 81,441 86,838 86,838 96,860
105,949 115,160 105,840 105,840 106,598
49,688 54,008 199,027 199,027 193,456
2,629,420 2,857,573 _ 4,736,934 _ 4,715,237 _ 3,278,818
6,643,609 7,860,371 10,303,950 10,193,937 _ 8,951,800
6,318,251 7,798,979 _ 9,926,569 _ 8,329,883 _ 9,251,568
6,318,251 7,798,979 _ 9,926,569 _ 8,329,883 _ 9,251,568
0 0 4,316 0 0
198 1,990 2,470 2,470 2,470
30,400 19,579 7,477 7,477 14,921
0 (105,733) 0 0 0
0 111,028 0 0 0
75.666 _ 117.734 163,827 163,827 0
106,264 144,598 178,090 173,774 17,391
34,564 36,769 36,306 36,306 43,594
1,000 1,000 1,000 1,000 1,000
0 0 485,000 485,000 1,284,025
35,564 37,769 522,306 522,306 _ 1,328,619
6,460,079 7,981,346 10,626,965 _ 9,025,963 10,597,578
183,530 _ (120,975) _ (323,015) _ 1,167,974 _(1,645,778)
21,883 59,084 0 0 0
539,695 _ 477,804 0 1,645,778 0
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RESOLUTION NO. 20110922-052

WHEREAS, weather volatility results in significant revenue

volatility for the Austin Water Utility; and

WHEREAS, the majority of Austin Water Utility costs are fixed,
which makes the operational budget of the utility highly susceptible to

revenue volatility; and

WHEREAS, as part of the Fiscal Year (FY) 2012 Annual Budget,
the Austin Water Utility established the Revenue Stability Fund, a
reserve fund, to mitigate the impacts of revenue fluctuations due to

weather volatility; and

WHEREAS, to fund the Revenue Stability Fund, the Austin City
Council adopted the Revenue Stability Fee with a fixed rate of $4.40 per
5/8” meter customer per month, with related fees for other Austin Water

Utility customers; and

WHEREAS, the fixed Revenue Stability Fec is regressive,

whereby low-water users absorb a higher percentage increase to their
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water bill than high-water users, and thus is a disincentive to water

conservation; and

WHEREAS, it is the intent of the Austin City Council to establish
a graduated, progressively-based Revenue Stability Fee which increases

with water usage as a means to further encourage water conservation; and

WHEREAS, as part of the initiative to provide more financial
sustainability to the operational budget of the Austin Water Utility, the
utility also must address its debt-to-service ratio and other financial

reserve policies; and

WHEREAS, an estimate for the earliest possible date to adjust
fees to a graduated, progressively-based fee structure is April 2012 which
is approximately 6 months after the initiation of the City’s new billing

system; NOW, THEREFORE,

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF AUSTIN:

That the City Manager is directed to work with a Joint
Subcommittee of the Resource Management Commission, the Water and
Wastewater Commission, and the Impact Fee Advisory Commission,

with input from the public, to develop recommendations for short-term

’\
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and long-term financial plans to strengthen the financial stability of

Austin Water Utiligy, to include the following:

1. Financial policies for the implementation of a separate Revenue

Stability Reserve Fund with appropriate target funding levels, including:

e A plan to fund the target levels over a period of time, using a
graduated revenue stability fee to replace the Council-approved fee in
the approved FY 2012 Annual Budget;

e Policies to adjust the revenue stability fec when target funding levels
are met and for replacing any reserves that are used;

¢ Consideration of the inclusion of a fee for all classes of water
customers;

e A water conservation program and marketing plan targeted to high-
volume, low-income households that do not qualify for a revenue
stability fee exemption;

e Consideration of options for addressing volatility through volumetric

rates and structures based on practices by other utilities.

2. Overall fixed revenue goals as a percentage of total revenue and a

phased approach to achieving the goals; and

3. A reassessment and adjustment, as needed, of financial policies
related to debt ratios and other appropriate financial metrics, as well as

water and wastewater impact fees, and a plan to meet targeted goals.
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BE IT FURTHER RESOLVED:

That the City Manager present recommendations to the Audit and
Finance Committee by April 15, 2012 and to the City Council by May 1,
2012.

BE IT FURTHER RESOLVED:

That the Joint Subcommittee of the Resource Management
Commission, the Water and Wastewater Commission and the Impact Fee
Advisory Commission provide the City Council with a review of the staff
recommendation to Council by May 1, 2012. The City Manager shall

provide bimonthly progress reports to the City Council.

ADOPTED:__ September 22, 2011 ATTEST:
Shirley A.|Gentry

City Clerk
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Joint Committee Members | Austin Water Utility | AustinTexas.gov ... http://www.austintexas. gov/department/joint-subcommittee-members

10f?

Austin

NQJATER

Contact Jobs

Report Leaks Report Water Waste

Customer Service Translate

Residents ' Commercial , Conservation ' Water Treatment Plant 4 Water Quality

Environmental Protection : General info

JOINT COMMITTEE MEMBERS

Contact information for all members of the Joint Committee on Austin Water Utility Financial Plan

Sarah Faust, Water & Wastewater Commission Contact Phone: (512) 415-7781 E-mail Address: sarah.b.faust@gmail.com
Nominated by: Council Member Laura Morrison

Mickey Fishbeck, Water & Wastewater Commission Contact Phone: (512) 442-1435 E-mail Address: rimrok@earthlink.net
Nominated by: Council Member Chris Riley

Chien Lee, Water & Wastewater Commission Contact Phone (512) 642-3292 E-mail Address: chienlee2005@yahoo.com
Nominated by: Mayor Lee Leffingwell

Sean Kelly, Resource Management Commission Contact Phone: (512) 912-8096 E-mail Address:
SEKELLY@TCEQ.STATE TX.US Nominated by: Council Member Bill Speiman

Luke Metzger, Resource Management Commission Contact Phone. (512) 479-0388 E-mail Address:
luke@environmenttexas.org Nominated by: Council Member Laura Morrison

J.R. (Hank} Kidweli, Chair, Impact Fee Advisory Committee Contact Phone: (512) 327-9204 E-mail Address:
ikidweli@murfee.com Nominated by: Mayor Lee Leffingwell

Brian Rodgers, Impact Fee Advisory Committee Contact Phone. (512) 366-5000 E-mail Address: pbrodgers@austin.rr.com
Nominated by: Council Member Laura Morrison

Kris Bailey, Impact Fee Advisory Committee Contact Phone: (512) 351-1323 E-mail Address: krisbailey2010@gmail.com
Nominated by: Council Member Kathie Tovo

City Contacts: Mike Castillo, 512-972-0332 Felicia Cancino, 512-972-0114

Share e &8

m Austin Water Utility is owned and operated by the City of Austin, Texas.

10/14/2014 3:35 PM
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Joint Committee Members | Austin Water Utility | AustinTexas.gov ...

D ~AFD

Get information about the upcoming 10-one elections: www.austintexas gov/10-one
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Dk
1 J. COST OF SERVICE RATE CASE EXPENSES —
lﬁ,ﬂ/ &< oA
(e

3 127. Do you have an estimate of the cost of this contested case cost of service
4 hearing to the City of Austin?
5 The City of Austin has awarded contracts in the amount of $958,000 for legal

services, consulting and testifying experts, and expenses in this case. The full amount

has not been expended to date. Invoices submitted under these contract awards are

8 reviewed for sufficiency and reasonableness and compliance with Law Department
9 requirements. The additional costs of this contested case hearing are a cost of

10  providing water and wastewater service to Petitioners.

12 128. Are the costs of this contested case hearing in addition to the costs of the
13 upcoming Cost of Service Rate Study?

14 Yes. The Cost of Service Rate Study is a comprehensive review of the cost of service
15 for all Austin Water customers. All customer classes participate, and decisions are
16 made which balance the concerns of all the customer classes and Austin Water. The
17  restrictive procedures and limited participation of this contested case hearing cannot
18 substitute for the comprehensive cost of service rate study AWU will undertake which

19  will include the wholesale customers.

21 K. SUMMARY AND CONCLUSIONS

23 129. How effective has Austin been in calculating the cost of service for
24  wholesale customers?

25  For the most part, I think Austin Water Utility has been very effective. The cost of
26 service water and wastewater rates produced by our process are just and reasonable. 1

27  think our success in adopting and implementing cost of service rates is due in large

TESTIMONY OF DAVID A. ANDERS PAGE 64
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—~ Subject to, and without waiving any pending objections, Austin provides the following

Lote (v Evr <

REQUEST FOR PRODUCTION NO. .64, Provide all staffing swudies conducted by outside
firms for AWU for the past five years.

RESPONSE: Subject to, and without waiving any pending objections, responsive documents
will be produced.

REQUEST FOR PRODUCTION NO. 3.65. Provide all compensation studies conducted by
outside firms for AWU for the past five years.

RESPONSE: Subject to, and without waiving any pending abjections, responsive documents
will be produaced.

REQUEST FOR PRODUCTION NO. 3.66. Provide all source documentation on any rate casc
expenses related 1o this docket for which the City is requesting any cOSt recovery (during or
subsequent fo this docket) from Petitioners.

RESPONSE: Respondent objects to this request as overly broad, unduly burdensome and not
timited to a reasonable time or scope. Respondent further objects to the request as being
made for the purpose of harassment.

response:

At this time, Austin has not reviewed its invoices to determine the reasonable rate case
expenses for which it will seek recovery from Petitioners. Pending additional preparation
and completion of the consolidated contested rate case, reasonable ratc case expenses will
be calculated and will net exceed the amounis authorized for expenditure by the Austin
ity Council as referenced in the prefiled testimony.

REQUEST FOR PRODUCTION NO. 3-67. Please provide a copy of all proposals received by
the City to conduct the 2008 Cost of Service Study.

REsPONSE: Subject to, and without waiving any pending objections, responsive documents
will be produced.

REOUEST FOR PRODUCTION NO. 3-68. Please provide any “score sheets” or point system

tabulations used to determine the professional services firm selected to conduct the 2008 Cost of
Service Study.

REesPONSE: Subject to, and without waiving any pending objections, responsive documents
will be produced.

REOQUEST FOR PRODUCTION NO. 3-69. Provide the contract between Red Oak Consuiting
and the City for the 2008 Cost of Service Study.

CITY OF AUSTEN'S FIRST SUPPLEMENTAL RESPONSE TO THIRD REQUEST FOR PRODUCTION OF DOCUMENTS
SEPTEMSER 19,2014 Pace 18
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AUSTIN WATER UTILITY

Mission: The mission of the Austin Water Utility is to provide safe, reliable
and high quality water services to our customers so that all community
needs for water are met.

AUSTIN WATER UTILITY KEY MEASURES

4 i e %
Dolilar amount of revenues recovered
(millions of dollars)

Drinking Water Quality: Turbidity 0.08 0.09 0.07 0.09 0.09 010 | v

$1.25 | $3.48 | $1.57 | $0.54 | $2.25 | $3.00

*

Millions of gallons of reclaimed

- 1,991 | 1,093 | 1,450 | 1,521 § 1,472 | 1,300
wastewater used for beneficial purposes

Number of findings on 10A permit for wild
lands areas

Number of reported wastewater repeat
overflows per 100 miles of sewer lines per | 0.72 0.38 0.45 0.12 0.19 0.8 \/
year

Peak day water usage as a percentage of
water treatment system capacity

12 43 42 14 7 29

80% | 68% | 77% | 71% | 61% | 0% | ¥

Percent invested in Capital Improvements
Program (CIP) projects compared to 705% | 67.3% | 89.8% | 92.0% | 90.0% | 90% v

planned spending via the CIP budget

Percent of priority 1 & 1A leaks responded
to within 3 hours

Total pumpage per capita per day 167.44 | 135.41 | 160.60 | 142.16 | 136 156 \/

a2% | 74% | 66% | 69% | 87% | so% | v

Wastewater Quality: Carbonaceous

2.0 2.14 2.24 .17 .
Biochemical Oxygen Demand (CBOD) 6 2.1 2.10 3 v

* Citywide Dashboard Measure
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Austin Water Utility

MILLIONS OF GALLONS OF RECLAIMED WASTEWATER USED FOR BENEFICIAL PURPOSE

Measure Description: This measure shows the gallons of reclaimed water from wastewater treatment processes that
were beneficially reused. It is important because it shows the conservation of treated drinking water that would have
been used for the purposes that the reclaimed water replaced. A higher number shows that more treated drinking water
was saved thereby increasing the impact of conservation efforts on source depletion and saving drinking water
treatment capacity.

Calculation Method: This measure is calculated by fiscal year by adding reclaimed water flows from the Balcones, Lost
Creek, Onion Creek, South Austin Regional, and Walnut Wastewater Treatment Plants. The flows are pumpage as
reported to the Texas Commission on Environmental Quality.

FY 2012-13 Results: The goal for this measure was established at 1,300 million gallons per year. The Utility's 1,472
million gallons used was 172 million gallons above the goal.

Millions of Gallons of Reclaimed Wastewater Used for Beneficial Purposes
2,500
1,991
2,000 +
1,450 1,521 1,472
1,500 + 1,003 — 5 ®
1,000 + — ——"" | 1300 1,300 1,300
! 1,100 1.000 ’
500 +
0 f t t f
2008-09 2009-10 2010-11 2011-12 2012-13
[——Result ——Goal

Assessment of Results: 1,472 million gallons of water was reclaimed for beneficial uses such as irrigation, cooling, and
toilet flushing. Reclaimed water beneficially reused during FY 2012-13 decreased from the previous year. The decrease
can be attributed largely to lower demand by our largest customer, the Sand Hill Energy Center. Possible causes include
reduced electricity production, cooler summer weather, or the plant being out of service for extended maintenance.
Another factor contributing to the reduction in use is reduced reclaimed water production during the peak irrigation
season at the Onion Creek WWTP as a result of maintenance on leaking basins. Another factor contributing to the
reduction in use is reduced reclaimed water production during the peak irrigation season at the Onion Creek WWTP as a
result of maintenance on leaking basins. Finally near normal rainfall of 26.86 inches, with 32.15 inches being typical, in
the eastern half of the City where reclaimed water customers are Jocated moderated irrigation demand.

Next Steps: Reclaimed water use grows by extending mains to large volume customers that are able to convert a portion
of their potable water use to the lower quality reclaimed water. Smaller customers along main extensions are also
afforded the opportunity to connect. Main extensions are funded through the Utility’s Capital Improvement Program,
with continued funding necessary for continued growth in the beneficial use of reclaimed water. Several major projects
(BAE Systems Main and Montopolis Main) concluded in FY 2012-13 that added additional customers and additional
future use. Austin Water continues to implement “Completing the Core,” the utility’s near-term construction program,
to extend reclaimed water service to other customers. Also important to increasing the volume of use is relief on
plumbing code requirements that serve as impediments to connection. A study recommending changes will be complete
in early 2014.

For more information contact Dan Pedersen, P.E., Reclaimed Program Manager, at (512) 972-0074.

195

Docket Nos. 42857 and 42867 -210- JJJ-5
994



OFFICIAL STATEMENT
Dated July 9, 2013

Ratings: Moody’s: “Aa2”
Standard & Poor’s: “AA”
Fitch: “AA-"
(See “OTHER RELEVANT INFORMA'TION - Ratings™)
NEW ISSUE — Book-Entry-Only

Delisery of the Bonds (as defined below) is subject to the receip? of the gpinion of McCall, Parkburst & Horton LL.P., Bond Counsel, to the effect that, assaming
continuing compliance by the City (as defined below) with certain covenants contamed 1 the Twenty-Second Supplement described beren, interest on the Bonds will be
excludable from gross income for purposes of fedsral income taxation under exisiing law, subect to the matters described under “TAX MATTERS” berein, including the
alternative mintmam lax on corporanons.

$282,460,000
CITY OF AUSTIN, TEXAS
(Travis, Williamson and Hays Counties)
Water and Wastewater System Revenue Refunding Bonds, Series 2013A

Dated Date: Date of Delivery Due: As shown on tnstde cover page

The bonds offered in this document are the $282,460,000 City of Austn, Texas Water and Wastewater System Revenue Refunding Bonds, Sertes
2013A (the “Bonds™) The Bonds represent the twenty-second encumbrance to be issued or ncurred as “Panty Water/Wastewater Obligations”
pursuant to an ordmance (the “Master Ordinance”) adopted by the City Council of the City of Austin, Texas (the “City”), on June 8, 2000, and are
authorized and bemng 1ssued 1n accordance with 2 supplemental ordinance adopted by the City Counctl of the City on June 20, 2013 (the “Twenty-
Second Supplement”) The Master Ordinance and Twenty-Second Supplement ase collectively referred to herein as the “Bond Ordinance” The
Master Ordinance contains the terms for the tssuance of Parity Water/Wastewater Obligations and the covenants and secusity provisions related
thereto. The City also has outstanding Prtor Figst Lien Obliganons and Prior Subordinate Lien Obligations, which are sccured by jotnt and several
pledges of the net revenues of both the Water and Wastewater Systerm and Electric Utllity System. The City must comply with the covenants and
security provisions related to the Pror First Lien Obligations and Pior Subordinate Lien Obligations while such obligations rematn outstanding
"The Master Ordinance prohibits the issuance of additional revenue obligations secured by joint and several pledges of the net revenucs of both the
Water and Wastewater System and Electrc Utlity System such as Pror First Lien Obligations or Prior Subordinate Lien Obligations. Commercial
Paper Obligations having a combined pledge of Electric Utlity System and Water and Wastewater System net revenues may continue to be 1ssued
on 2 subordmate lien basis to the Party Water/Wastcwater Obligations. The Bonds are special obligations of the City, payable as to both principal
and interest solely from and, together with the Previously Issued Parity Water/ Wastewater Obligations and QOutstanding Prior Subordinate Lien
Obligations, equally and ratably secured only by a lien on and pledge of the Net Revenues of the City’s Water and Wastewater System (subject to
the prior claim and lien on the Net Revenues of the Water and Wastewater System to the payment and security of the Qutstanding Prior First Lien
Obligations), as provided in the Master Ordinance and the Twenty-Second Supplement.  Additonally, the Bonds and Previously Issued Parity
Water/Wastewater Obligations referenced above arte equally and ratably secured by a panity lien on the funds, if any, deposited to the credit of the
Debt Service Fund (excluding any funds on deposit 1 the BAB Subsidy Subaccouat, which was established for the exclusive benefit of the owners
of the City’s Water and Wastewater System Revenuc Refunding Bonds, Taxable Seres 2010B (Drrect Subsidy — Build Amenica Bonds)). The
Bonds do not constitute a legal or equitable pledge, charge, lien or encumbrance upon any property of the City or the Water/Wastewater System,
except with respect to the Net Revenues. Neither the taxing power of the City nor the State of Texas (the “State”) is pledged as security
for the Bonds. See “SECURITY FOR THE BONDS” herein.

Maturity Schedule on Inside Cover Page

The Bonds are tssuable only 1n fully registered form 1n the denommation of $5,000 or any mtegral mulaple thereof within a maturity. Interest on
the Bonds shall accrue from the dated date of the Bonds and shall be payable on November 15, 2013 and each May 15 and November 15
thereafter until maturity or prior redemption. Interest to be paid on the Bonds will be calculated on the basts of a 360-day year consisting of
twelve 30-day months. The Bonds will be registered in the name of Cede & Co, as nomunee of The Depository Trust Company, New York, New
York (“DTC”). DTC will act tnuially as secunnes deposttory of the Bonds, and individual purchases of the Bonds will be made n book-eatry
form only See “DESCRIPTION OF TIIE BONDS” herein.

The Bonds are offered for delivery when, as, and 1f issued and subject, among other things, to the opinions of the Attorney General of Texas and
McCall, Parkhurst & Horton LL.P., Bond Counsel for the City, as to the validity of the issuance of the Bonds under the Constitution and laws of
the State. The opmion of Bond Counscl will be printed on or attached to the Bonds. (Sce APPENDIX E - “Form of Bond Counsel’s Opinton”).
Certain legal matrers will be passed on for the Underwaiters by their co-counsel, Bracewell & Guultani LLP and Darrick W. Eugene, PC.

The Bonds arc expected to be avatable for delivery on or about July 25, 2013.

J.P. Morgan Ramirez & Co., Inc.
BofA Merrill Lynch George K. Baum & Co. Mesirow Financial, Inc.
Jefferies Stifel Nicolaus & Co. Hutchinson, Shockey, Erley & Co.
Southwest Securities Siebert Brandford Shank & Co., L.L.C.
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THE SYSTEMS

The City owns and operates an Electric Utility System (also referred to i this document as “Austin Energy”) and a
Woater and Wastewater System (also referred to in this document as the “Austin Water Utlity” or the “Water and
Wastewater Utility”) which provide the City, adjoining areas of Travis County and certain adjacent areas of Williamson
County with electric, water and wastewater services. The City owns all the facilities of the Water and Wastewater
System. The City jountly participates with other electric utilities in the ownership of coal-fired electric generation
facilities and a nuclear powered electric generation facility. Additionally, the City individually owns gas/oll-fired electric
generation facilities, which are avatlable to meet Electric Utility System demand. 'The Electric Utility System had
approximately 1,659 full-time regular employees as of September 30, 2012. The Water and Wastewater System had
approximately 1,094 full-time regular employees as of the same date.

THE WATER AND WASTEWATER SYSTEM

Management
Name Title noth of Service with Ci

Greg Meszaros Director 6 Years
David Anders Assistant Director, Finance and Business Services 25 Years
Jane Burazer Assistant Director, Treatment 20 Years
Rick Coronado, P.E. Assistant Director, Pipeline Operations 18 Years
Chris Chen, P.E. Assistant Director, Engineering Services 1 Month
David Juarez, P.E. Assistant Director, Water Resource Management 22 Years**
Daryl Slusher Assistant Director, Environmental Affairs and Conservation 17 Years**

*As of June 30, 2013

*+] ength of service not continuous.
WATER SYSTEM
Service Area

The City supplies treated water to residential and comenercial customers within the corporate limits of the City and to a
portdon of Travis and Wilkamson Counties. The presently defined service area totals approximately 538 square miles.
The City also has contracted to supply treated water on a wholesale basis to five municipal udlity districts (“MUDs”),
two water control and improvement districts (“WCIDs”), nine private water supply corporations, one ptivate utlity, the
Cities of Manor, Rollingwood and Sunset Valley, and West Lake Hills. In addition, the City has had a Water
Reclamation Instrtive for neatly twenty years to develop facilities and processes to make treated wastewater effluent
available for irrigation and cooling processes. The City is currently i the process of establishing operating and capital
funds for a Reclaimed Water Utility i addition to the Water and Wastewater operating and capital funds ~ See
“COMBINED WATER AND WASTEWATER SYSTEM INFORMATION - Water Reuse Facilities” in this
document.

The City has previously acquired the systems and assets of eleven WCIDs. The City has paid off and canceled the
bonded indebtedness of all of these WCIDs. The Texas Commussion on Environmental Qualty (“ICEQ”) 1s
empowered to grant the City a certificate of conventence and necessity to provide water and wastewater service to retal
customers outssde the City’s boundartes. The City is not required to obtain such a certificate. References to the TCEQ
in this Official Statement are mtended to include agencies whose duties and responsibilities have been assumed by the
TCEQ

Water Supply
In 1888, City leaders campatgned successfully for the first Ausun Dam across the Colorado Ruver, which was completed
eatly n 1893. In 1934, a $4,500,000 loan and grant was obtamed from the Public Works Admuinistration to complete the

Buchanan Dam. The Lower Colorado River Authority (“T.CRA”) finished the dam (which 1s 150 feet high, 11,000 feet
long), and the lake it forms 1 thurty-two miles long and two miles wide, covering 22,000 surface acres.
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Since that time, 2 stairway of lakes was created by building five additional dams, giving the atea 150 miles of lakes Tom
Miller Dam is within the City lirmits, and forms Lake Austin, which covers 1,590 surface acres; Mansfield Dam, the fifth
largest masonry dam in the world, impounds Lake Travis, encompassing up to approximately 19,300 actes of surface
aren at the full conservation pool elevation of 681 feet MSL; Starcke Dam creates Lake Marble Falls, which spreads over
900 actes; Lake Lyndon B Johnson, held by Alvin Wirtz Darn, has an area of 6,300 actes; and Roy Inks Dam forms Inks
Lake, with a sutface of 900 actes. The City owns Tom Miller Dam and has leased 1t to LCRA through December 31,
2050. The other dams are owned by LCRA.

The combined storage capacity of the six lakes is around 3,300,000 acre-feet of water, or mote than a trllion gallons.
Approximately 800,000 acre-feet of this capacity ate reserved for flood control. Of the six dams on the Colorado River,
two form majot impounding reservotrs for the control of flood water; however, Mansfield Dam is the only designated
fiood control structure. The combined storage capacity of Lakes Travis and Buchanan, the two major watet supply
storage resetvoirs upstream of Austin and managed by LCRA, 15 approximately 2 million acre-feet.

The City has also constructed Longhotn Dam on the Colotado River just downstream of Lady Bird Lake, and Decker
Dam on Decker Creek, a tributary of the Colorado River that joins the river downstream of Longhorn Dam. Lady Burd
Lake, which has a permitted capacity of approximately 3,500 acre-feet, 15 created by Longhorn Dam. Decker Dam
creates Lake Walter E. Long, which has a permitted capacity of approximately 34,000 acre-feet.

United States Geological Survey (“USGS”) records at Austin gauging station No. 08158000 show the following flows for
the water year (October 1 through September 30).

1987 — 3,399,000 Acre Feet 1996 — 758,300 Acre Feet 2004 — 928,065 Acte Feet
1988 — 834,000 Acre Feet 1997 — 3,013,512 Acre Feet 2005 — 1,077,031 Acre Feet
1989 — 667,900 Acre Feet 1998 — 1,313,831 Acre Feet 2006 — 528,785 Acte Feet
1990 — 692,300 Acre Feet 1999 — 803,240 Acre Feet 2007 — 2,155,974 Acre Feet
1991 — 829,700 Acte Feet 2000 - 627,370 Acte Feet 2008 — 621,526 Acte Feet
1992 — 5,419,000 Acre Feet 2001 - 1,371,435 Acre Feet 2009 ~ 584,735 Acte Feet
1993 — 978,000 Acre Feet 2002 — 1,674,985 Acre Feet 2010 — 798,517 Acre Feet
1994 — 708,200 Acre Feet 2003 — 1,017,294 Acze Feet 2011 — 670,104 Acre Feet
1995 — 896,700 Acre Feet 2012 — 212,849 Acre Feet

Ustng the last twenty-six years from 1987-2012, the average flow was 1,253,167 acre-feet per year. (Note: The year 2012
flow of 212,849 acre feet (69 billlon gallons) is atypical being the first year that interruptible stored water was not
released for downstream farming operations). This gauging station is located on the Colorado River downstream of
Longhorn Dam.

Water Rights. The City holds independent rights to impound, divert and use the waters of the Colorado River and tts
tributaries, and additional rghts to such watet putsuant to agreements with LCRA.

The City’s independent water rights have been adjudicated before the TCEQ in accordance with the Water Rights
Adjudication Act, Texas Water Code, Section 11.301, et seq. The City’s nights, as determined by the TCEQ, are set forth
in the Final Determination of all clams of Water Rights in the Lower Colorado River Segment of the Colotado River
Basin sssued by the TCEQ on July 29, 1985. Both the City and LCRA appealed the Final Determination, seeking
additional nghts and contesting the rights awarded to cach other, in 2 proceeding styled In Re: The Exceptions of the Lower
Colorado River Asthority and the ity of Austin to the Adjucheation of Water Rights n the Lower Colorado River Segment of the
Colorade River Basin, Cause No. 115,414-A-1 i the District Court of Bell County, Texas, 264th Judicial District (“Cause
No 115414-A-1").

The City and LCRA entered mto a Comprehensive Watet Settlement Agreement (the “Settlement Agteement”) in
cettlement of Cause No. 115414-A-1 on December 10, 1987. The Settlement Agreement generally smproves the
independent water rights of both the City and LCRA. Such rights for the City include: the nights to maintain Tom Miller
Dam and Lake Austin, Longhotn Dam and Lady Bird Lake, and Decker Dam and Lake Walter E. Long; the right to
dvert and use 272,403 run of the river acte-feet of water per year from Lake Austtn and Lady Bird Lake for municipal
purposes; the right to divert and circulate an unlimited amount of water per yeat from Lady Bird Lake for mdustrial
purposes so as to consumptively use not to exceed 24,000 acre-feet per yeas; the nght to divert and circulate water from
Lake Walter E. Long for industrial (cooling) purposes so 2s to consumptively use not to exceed 16,156 acre-feet pet
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year; and the right to divert and use water through Tom Miller Dam for the generation of hydroelectric power. LCRA’s
independent water rights, as determined by the TCEQ, include the rights to maintan Lakes Travis and Buchanan and to
divert and use water therefrom. Pursuant to the Settlement Agreement and the final judgment in Cause No.
115,414-A-1, certamn other pending water-related disputes between the City and LCRA wete settled. LCRA was granted
an option to acquire up to a 50% undivided interest 1n the City’s proposed Water Treatment Plant No. 4 (discussed
under “Water Treatment Plants” below and referred to as “WIP No. 47). The District Court issued a final judgment
consistent with the Settlement Agreement. Certificates of Adjudication have been issued by the TCEQ.

Pursuant to previous agreements between the City and LCRA, LCRA has agreed to supply the City additional water
from storage in Lakes Travis and Buchanan and other sources. The City also has leased Tom Miller Dam, and the City’s
nght to divert and use water for the generation of hydroelectric power through Tom Miller Dam, to LCRA. The
Settlement Agreement provided for the City to recetve water from Lake Travis for WTP No. 4, and for additional water
for municipal and other purposes of use downstream of Lake Travis.

The City and LCRA executed the First Amendment to the Settdement Agreement (the “First Amendment”) on
October 7,1999. This First Amendment extends the existing Settlement Agreement through the year 2050, and gives
the City a 50-year assured water supply by providing additional water from the Highland Lakes system, a chain of lakes
formed on the Colorado River that includes Lake Travis, Lake Austin and Lady Bird Lake, and other sources.
Additionally, the First Amendment includes an option for the City to renew the Settlement Agreement through the year
2100. The City pard a discounted amount of $100.0 million to the LCRA as part of the First Amendment contract
provisions. The $100.0 millilon payment to LCRA included compensation for the following terms:

—  Pre-paid reservation fee for an additional 75,000 firm acre-feet of water supply, which increased the City’s total
water supply from 250,000 firm acre-feet to 325,000 firm acre-feet for the additional 50-year period with an option
to renew for another additional 50-year petiod.

~  Pre-paid water use charges that would be paid by the City for water use above 150,000 firm acre-feet up to 201,000
firm acre-feet.

Under the terms of the First Amendment, the Water and Wastewater System will begin annual payments to LCRA for
raw water diverted in excess of 150,000 acre-feet once the Water and Wastewater System’s average annual diversions for
two consecutive years exceed 201,000 acre-feet, which 1s unlikely to occur prior to 2015. The First Amendment also has
numerous other provisions that benefit the City. Also, a legal issue regarding the building of WTP No. 4 was settled.
LCRA’s option to acquire up to 50% of the WTP No. 4 lapsed on January 1, 2000. All sections of the 1987 Settlement
Agreement related to WIP No. 4 were deleted as part of the First Amendment. The First Amendment provides for
mutual release of the City and LCRA from any claims or causes of actton relating to the delayed construction of WTP
No. 4

Water Treatment Plants

Austin Water Uttlity has two water treatment plants (Davss and Ullnich) which have a combined rated capacity of 285
mullion gallons per day (“mgd”). These water treatment plants have a combined clear well storage capacity of 35 million
gallons on site. In September 2008, the City decommussioned a third water treatment plant, the 80-year old Green Water
Treatment Plant, which had reached the end of its functional life.

Austin Water Utlity water distribution system includes approximately 3,672 rmles of water mains of varying diameters,
38 distribution storage facilities with a storage capacity of approximately 170 mullion gallons, 25,703 City maintained fire
hydrants, and 45 booster pump stations.

The City receives its water supply from the Colorado River through the two water treatment plants. The Davis Plant
and the Ullrich Plant both take water from Lake Austin.

The Davis Plant, located at Mount Bonnell Road and West 35th Street, has a rated capacity of 118 mgd. The plant 1s of
conventional design, with rapid mux basins, flocculation basins, sedimentation basins, gravity filters, clearwell storage,
raw water, system chlorine disinfection, and finished water pumping stations. The plant was constructed 1n 1954 and
expanded in 1963, 1975 and 1986.
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